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SUMMARY   OF   RECOMMENDATIONS 

This  listing   serves  as  a  means  of  summarizing   the  recommendations 
contained   in   the   report  and  the  audited  agency's   response. 


Recommendation   #1 

The  home  review  daily  transaction   listings 
to  ensure  all  documents  are  properly   input 
to  its  accounting   records. 

Agency   Response:      Concur.      See  page  20. 

Recommendation   #2 
The  home: 

A.  Record  the  value  of  completed   projects 
on  SBAS   in  the  period   they  are  finished. 

Agency   Response:      Concur.      See  page  20. 

B.  Record  and   identify  all  equipment  ac- 
quired  in  accordance  with   state  policy. 

Agency   Response:      Concur.      See  page  20. 

Recommendation   #3 

The  home  document  and   retain   the  basis  of 
costs   recorded  on   PAMS. 

Agency   Response:      Concur.      See  page  20. 

Recommendation  #U 

That  MVH   budget  for  and   record   the  finan- 
cial activity   for  sales  and   purchase  of 
sundry   items  in   the  Special    Revenue   Fund 
on  SBAS. 

Agency   Response:      Concur.      See  page  21 . 

Recommendation  #5 

The  home  compute  per  diem   rates  in  accor- 
dance with   state  law. 

Agency   Response:      Concur.      See  page  21. 
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SUMMARY   OF   RECOMMENDATIONS    (Continue) 

Page 

Recommendation  #6 

Tlie  iiome: 

A.  Accrue  only  valid  obligations   in  com- 
pliance with   state  policy.  7 

Agency   Response:      Concur.      See  page  21. 

B.  Not  spend  the  amounts  accrued   in   fiscal 

year  198^4  for  the  SDB  contract.  7 

Agency   Response:      Do  not  concur.      See  page  21, 


INTRODUCTION 

We  performed  a  financial-compliance  audit  of  the  Montana 
Veterans'  Home  (MVH)  for  the  two  fiscal  years  ended  June  30, 
}98H.  The  Montana  Veterans'  Home  is  under  the  general 
supervision  of  the  Department  of  Institutions.  The  objectives  of 
the  audit  were  to:  1)  determine  if  the  department's  financial 
schedules  present  fairly  the  results  of  operations  for  the  two  fiscal 
years  ended  June  30,  1984;  2)  determine  if  the  department 
complied  with  applicable  laws  and  regulations;  and  3)  review  the 
management  information  system  and  make  recommendations  for 
improvements  in  the  management  and  internal  controls  of  the  home. 
This  report  contains  six  recommendations  to  the  department. 
These  recommendations  address  areas  where  management,  internal 
control,  financial  reporting,  and  compliance  with  laws  and  regu- 
lations can  be  improved.  Other  areas  of  concern  deemed  not  to 
have  a  significant  effect  on  the  successful  operations  of  the 
Montana  Veterans'  Home  are  not  specifically  included  in  the  report, 
but  have  been   discussed   with   management. 

We  did  not  perform  an  0MB  Circular  A-102,  Attachment  P, 
audit.  The  home  did  not  receive  any  federal  grants  or  contracts 
except  for  per  diem  reimbursement  which,  according  to  the  federal 
cognizant  agency,    does  not   require  one. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
costs  of  implementing  the  recommendations  made  in  this  report. 
Each  report  section  discloses  the  cost,  if  significant,  of  implement- 
ing  the  recommendation. 

We  reviewed  compliance  with  state  laws  that  could  have  a 
material  impact  on  the  financial  schedules  of  the  department. 
Nothing  came  to  our  attention  that  causes  us  to  believe  untested 
items  sre  not  in  accordance  with  applicable  laws  and   regulations. 

We  thank  the  superintendent  his  staff  for  their  assistance  and 
cooperation   throughout  the  audit. 


BACKGROUND 

The  Montana  Veterans'  Home  was  established  in  1895  by  the 
Fourth  Legislative  Assembly.  Located  in  Columbia  Falls,  the  home 
provides  subsistence  and  care  for  honorably  discharged  veterans 
and  their  spouses  who  have  become  unable  to  earn  a  livelihood  by 
reason  of  such   service  or  because  of  age. 

Upon  completion  and  opening  of  the  homes'  new  addition  in 
March  1984,  the  home  has  a  capacity  of  151  members;  85  in  the 
domiciliary   unit  and   66    in   the  nursing   care  unit. 

INTERNAL   CONTROL 

We  have  examined  the  financial  schedules  of  the  Montana 
Veterans'  Home  for  the  fiscal  years  ending  June  30,  1983  and  1984. 
We  issued  our  opinion  dated  February  21,  1985  on  these  schedules. 
As  part  of  our  examination,  we  made  a  study  and  evaluation  of  the 
system  of  control  of  the  Montana  Veterans'  Home  as  required  by 
generally  accepted  governmental  auditing  standards  for  financial 
and  compliance  audits.  We  classified  the  controls  in  the  following 
categories: 

1.  cash   receipts/revenue/receivables; 

2.  expenditures/liabilities; 

3.  plant,    property,    and  equipment;    and 

4.  reimbursements 

Our  study  included  the  control  categories  listed  above.  We  did 
not  evaluate  controls  over  cash  receipts/revenue/receivables,  pro- 
perty, plant,  and  equipment,  or  reimbursements  because  the  audit 
could  be  performed  more  efficiently  by  expanding  substantive  audit 
work.  Through  our  study,  we  determined  the  nature,  timing,  and 
extent  of  our  auditing  procedures.  We  did  not  evaluate  the  con- 
trol system  to  the  extent  necessary  to  give  an  opinion  on  either 
individual   segments  or  the  system  as  a  whole. 

The  management  of  the  Montana  Veterans'  Home  is  responsible 
for  establishing  and  maintaining  a  system  of  accounting  control. 
In  fulfilling  this  responsibility,  estimates  and  judgments  by  man- 
agement are  required  to  assess  the  expected  benefits  and  related 
costs    of    control    procedures.       The    objectives    of    a    system    are    to 


provide  management  with  reasonable  assurance  that:  1)  assets  are 
safeguarded  against  loss  from  unauthorized  use  or  disposition; 
2)  transactions  are  executed  in  accordance  with  management's 
authorization;  and  3)  transactions  arc  recorded  properly  to  permit 
the  preparation  of  financial  schedules  in  accordance  with  state 
accounting  policies.  Inherent  limitations  in  any  system  of  control 
may  allow  errors  or  irregularities  to  remain  undetected.  The 
current  system  evaluation  should  not  be  used  to  project  to  future 
periods  since  the  procedures  nay  become  inadequate  or  compliance 
with  them  may  deteriorate. 

The  limited  purpose  of  our  study  described  in  the  first 
paragraph  would  not  necessarily  disclose  all  material  weaknesses  in 
the  system.  Accordingly,  we  do  not  express  an  opinion  on  the 
system  of  controls  used  by  the  Montana  Veterans'  Home.  Our 
evaluation  disclosed  the  conditions  relating  to  general  fixed  assets, 
and  unrecorded  activities,  discussed  on  page  4  that  could  result  in 
financial   schedule  errors  that  could   be  difficult  to  detect. 

The  preceding  three  paragraphs  are  intended  solely  for  the 
use  of  management  and  the  Legislature  and  should  not  be  used  for 
any  other  purpose.  This  restriction  as  to  use  is  not  intended  to 
limit  the  distribution  of  this  document  which,  upon  presentation  to 
the  Legislative  Audit  Committee,    is  a  matter  of  public   record. 

Error  Detection 

MVH  prepares  documents  for  input  to  its  accounting  records 
and  sends  them  to  Helena  for  processing.  We  noted  that  during 
our  audit  period  the  home  did  not  reconcile  documents  sent  to 
Helena  for  processing  to  the  daily  transaction  reports  it  receives. 
Without  this  reconciliation  the  home  would  not  necessarily  detect 
errors  in  the  input  of  the  documents  or  note  if  errors  were 
corrected  properly.  We  noted  the  following  two  errors  which  could 
have  been  detected  by  home  personnel  in  a  more  timely  manner  if 
the   reconciliation   had   been   done. 

A  non-existent  control  account  (5108)  was  coded  on  a  collec- 
tion report  in  fiscal  year  1982-83  for  a  refund  relating  to  a  1980 
overpayment    of    state    unemployment    insurance.       When    corrected. 


the  document   improperly   reduced   budgeted   expenditures    (52011    by 
$48. 

At  fiscal  year-end  1983-84  the  home  processed  documents  that 
resulted  in  an  over-accrual  of  expenditures  of  $8,740  in  the  Gen- 
eral Fund.  This  occurred  because  the  accounting  entity  and 
responsibility  center  coded  on  the  document  did  not  agree  with  one 
another.  During  correction  of  the  error  the  document  was  input 
twice,  resulting  in  the  overstatement  of  expenditures  and  accrued 
expenditures. 

RECOMMENDATION   #1 

WE  RECOMMEND  THE  HOME  REVIEW  DAILY  TRANSACTION 
LISTINGS  TO  ENSURE  ALL  DOCUMENTS  ARE  PROPERLY 
INPUT   TO    ITS  ACCOUNTING    RECORDS. 


GENERAL   FIXED  ASSETS 

We  performed  an  initial  audit  of  the  fixed  asset  records  at  the 
Montana  Veterans'  Home  for  the  two  years  ended  June  30,  1984. 
We  reviewed  the  assets  and  supporting  documentation  to  verify 
that  the  records  are  accurate  and  complete.  The  following  sections 
identify  the  errors  we  noted  during  our   review. 

Buildings  -   Bennett  Addition 

In  March  1984  the  new  addition  at  the  MVH  was  occupied  and 
put  into  use.  The  addition  had  been  under  construction  for 
approximately  two  years.  The  home  did  not  record  the  value  of 
the  new  wing  on  SBAS  until  October  1984.  This  understated 
buildings  at  fiscal  year-end  1983-84  by  $1,510,134.  The  value  of 
completed  projects  should  be  recorded  in  the  period  they  are 
completed. 

The  equipment  acquired   for  the  kitchen  as  part  of  the   Bennett 
addition   has  not  been   recorded  on   SBAS  or  properly  tagged/identi- 
fied  as   state   property.      MOM   2-1751.40   explains   the   procedures   to 
be    followed    when    recording    equipment    acquired    in    this    manner. 
The     Architecture     and     Engineering      Division     of     Department     of 


Administration  provides  the  home  with  a  report  detailing  final  cost 
of  the  project  by  equipment  item  and  building.  The  home  is 
responsible  for  recording  these  items  on  SBAS.  At  June  30,  1981, 
equipment  was  understated  on   SBAS  by   $69,622. 

RECOMMENDATION    #2 

WE   RECOMMEND   THE   HOME: 

A.  RECORD     THE     VALUE     OF     COMPLETED     PROJECTS     ON 
SBAS    IN   THE   PERIOD   THEY   ARE   FINISHED. 

B.  RECORD    AND    IDENTIFY    ALL    EQUIPMENT    ACQUIRED    IN 
ACCORDANCE   WITH   STATE   POLICY. 


Documentation 

Equipment  recorded  on  PAMS  fand  SBAS)  is  to  be  valued  at 
historical  cost.  If  historical  cost  data  is  not  available, 
MOMs  2-1740  suggests  alternative  methods  to  estimate  historical 
cost.  In  any  case  the  support  documentation  of  the  source  of  the 
cost  figure  needs  to  be  retained.  We  requested  the  home  to 
provide  us  with  documentation  of  the  cost  recorded  on  PAMS  for  25 
items  acquired  between  1945  and  1985.  Nine  of  the  items  tested 
did  not  have  the  required   support  documentation. 

RECOMMENDATION  #3 

WE  RECOMMEND  THE  HOME  DOCUMENT  AND  RETAIN  THE 

BASIS  OF  COSTS  RECORDED  ON  PAMS. 


UNRECORDED  ACTIVITY 

Proceeds  of  specific  revenue  sources  that  are  restricted  to 
expenditures  for  specified  purposes  should  be  recorded  on  SBAS 
in  the  Special  Revenue  Fund.  The  Montana  Veterans'  Home  pur- 
chases and  resells  sundry  items,  such  as  tobacco  products,  pop 
and  candy  to  the  members,  but  does  not  budget  for  or  record  the 
activity  on  SBAS.  Because  of  this,  revenues  are  understated  by 
$14,392    and    $18,883    and    expenditures    are    understated    by    $14,564 


and  $18,393  for  fiscal  years  1982-83  and  1983-84,  respectively,  in 
the  Special  Revenue  Fund  (SRF).  Fund  Balance  and  cash  are  also 
understated  at  fiscal  year-end  1982-83  and  1983-84  by  $183  and 
^673,    respectively. 

RFCOMMENDATION    #4 

WE  RECOMMEND  ThlAT  MVH  BUDGET  FOR  AND  RECORD  THE 
FINANCIAL  ACTIVITY  FOR  SALES  AND  PiiRCHASE  OF  SUN- 
DRY   ITEMS    IN   THE   SPECIAL   REVENUE   FUND   ON   SBAS. 


Per  Diem  Charges 

The  home  recovers  operating  costs  by  billing  the  members  in 
residence  a  daily  per  diem  charge.  This  daily  charge  is  computed 
by  home  personnel  based  upon  budgeted  operating  costs  of  the 
upcoming  year.  State  law  (section  53-1-401,  MCA)  prohibits 
including  any  identifiable,  direct,  resident  service  costs  (ancillary) 
in  the  basic  per  diem  rate  calculation.  Ancillary  charges  should 
be  billed  directly  to  the  recipient  of  the  service  and  not  shared 
among  all  residents  of  the  home.  In  fiscal  years  1982-83  and 
1983-84,  the  home  improperly  included  the  costs  of  the  dentist, 
physical  therapist  and  physical  therapist  aide  in  their  per  diem 
rates.  These  costs  should  be  charged  directly  to  residents  based 
on   use. 

RECOMMENDATION    #5 

WE    RECOMMEND    THE    HOME    COMPUTE    PER    DIEM    RATES    IN 

ACCORDANCE   WITH    STATE   LAW. 

EXPENDITURE  ACCRUAL 

The  Department  of  Institutions  instructed  the  home  to  accrue 
$10,000  of  expenditures  at  the  end  of  fiscal  year  1983-84  based  on 
a  $138,100  service  agreement  between  the  Department  of  Institu- 
tions and  the  Systems  Development  Bureau  of  the  Department  of 
Administration.  We  addressed  this  situation  in  detail  in  our  re- 
cently  issued  Montana  State   Hospital  audit   report. 


In  fiscal  year  1984  the  Montana  Veterans'  Home  expenditures 
are  overstated  by  $10,000  in  the  General  fund.  In  fiscal  year 
1985,  if  the  home  spends  those  funds  they  are  in  violation  of  state 
accounting   policy  and  circumventing   the  appropriation   process. 

RECOMMENDATION    #6 

WE    RECOMMEND   THE   HOME: 

A.  ACCRUE     ONLY     VALID     OBLIGATIONS     IN     COMPLIANCE 
WITH    STATE   POLICY. 

B.  NOT    SPEND    THE    AMOUNTS    ACCRUED    IN    FISCAL    YEAR 
1984   FOR   THE   SDB   CONTRACT. 


PRIOR  AUDIT    RECOMMENDATIONS 

The    prior   audit   of   the    home,    for    the    two    fiscal    years   ended 
June  30,    1982,   contained   5   recommendations  to  the  Montana  Veterans' 
Home.       The    home    concurred    with    three    of    the    recommendations, 
partially  concurred  with  one,   and  did   not  concur  with  one. 

We  reviewed  the  status  of  prior  audit  recommendations  and 
determined  that  of  the  4  recommendations  still  applicable  to  the 
home's  operations,  3  have  been  implemented,  and  1  partially  imple- 
mented. 


AUDITOR'S   REPORT 
AND   SCHEDULES   OF  AGENCY    FINANCIAL  ACTIVITY 


SUMMARY   OF  AUDIT  OPINION 

We  expressed  an  unqualified  opinion  on  the  SRAS  schedules 
for  the  Montana  Veterans'  Home  for  fiscal  years  1983  and  1984. 
An  unqualified  opinion  indicates  the  information  on  SBAS  has  been 
recorded   in  accordance  with   state  policy. 


STATE  OF  MONTANA 


^tfitt  ixt  tW  ^t^hlnix'txt  ^nhiixtt 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


ROBERT  R.  RINGWOOD 

LEGISLATIVE  AUDITOR 


DEPUTY  LEGISLATIVE  AUDITORS: 

JAMES  H.  GILLETT 
FINANCIAUCOMPLIANCE  AUDITS 

SCOTT  A.  SEACAT 
PERFORMANCE  AUDITS 

STAFF  LEGAL  COUNSEL 

JOHN  W.  NORTHEY 


The  Legislative  Audit  Committee 
of  tine  Montana  State   Legislature: 

We  have  examined  the  financial  schedules  of  the  various  funds  of 
the  Montana  Veterans'  Home  for  each  of  the  two  fiscal  years  ending 
June  30,  1983  and  1984  as  shown  on  pages  10  through  18.  Our  examina- 
tion was  made  in  accordance  with  generally  accepted  auditing  standards 
and  Standards  for  Audits  of  Governmental  Organizations,  Programs, 
Activities  and  Functions  and,  accordingly,  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we  con- 
sidered  necessary   in   the  circumstances. 

As  described  in  Note  1  to  the  financial  schedules,  the  department's 
financial  schedules  are  prepared  in  accordance  with  state  accounting 
policy.  Accordingly,  the  accompanying  financial  schedules  are  not 
intended  to  present  financial  position  and  results  of  operations  in 
conformity  with  generally  accepted  accounting   principles. 

In  our  opinion  the  financial  schedules  of  the  various  funds  of  the 
Montana  Veterans'  Home  present  fairly  the  results  of  operations  and  the 
changes  in  fund  balance  of  such  funds  of  the  home  for  the  fiscal  year 
ended  June  30,  1983  and  1984  in  conformity  with  the  basis  of  accounting 
described   in   Note   1    applied  on  a  consistent  basis. 

Respectfully  submitted. 


\j«0unnrv<>0 
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February   21 ,    1985 
Approved: 

Robert  R.    Ringwood 
Legislative  Auditor 


James   H.   Cillett,   CPA 
Deputy   Legislative  Auditor 


MONTANA  VETERANS'  HOME 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCE 

FOR  THE  TWO  FISCAL  YEARS  ENDING  JUNE  30,  1984 


FUND  BALANCE,  July  1,  1982 

ADDITIONS: 
Fiscal  Year  1983 
Budgeted  Revenue  and  Transfers  In 
Nonbudgeted  Revenue  and  Transfers  In 
Total  Revenue  and  Transfers  In 

Prior  Year  Revenue  Adjustment 
Support  from  State  of  Montana 

Fiscal  Year  1984 
Budgeted  Revenue  and  Transfers  In 
Nonbudgeted  Revenue  and  Transfers  In 
Total  Revenue  and  Transfers  In 

Prior  Year  Revenue  Adjustments 
Support  from  State  of  Montana 
Prior  Year  Expenditure  Adjustment 
Total  Additions 


General 
Fund 

Special  Revenue 
Fund 

$   -0- 

$   148,200 

297 
9,208 

963,613 
-0- 

9,505 

58 
432,066 

366 

5,073 

963,613 

-0- 
-0- 

1,021,95] 
-0- 

5,439 

290 

548,409 

2,271 

1,021,951 

n,209) 
-0- 
-0- 

998,038 

1,984,355 

REDUCTIONS: 
Fiscal  Year  1983 
Budgeted  Expenditures  and  Transfers  Out 


437,262 


959,625 


Prior  Year  Expenditures 

Prior  Year  Expenditure  Adjustments 

Fiscal  Year  1984 
Budgeted  Expenditures  and  Transfers  Out 

Cash  Transfer  Out 

Direct  Entries  to  Fund  Balance  -  1983 
Total  Reductions 


FUND  BALANCE,  June  30,  1984 


452 

-0- 

202 

-0- 

556,409 

974,876 

-0- 

5,580 

3,713 

18,532 

998,038 

1 

,958,613 

$  -0- 

$_ 

173,942 

See  footnote  6 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System. 
Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on 
pages  15  through  18. 
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MONTANA  VETERANS'  HOME 

SCHEDULE  OF  REVENUE  AND  TRANSFERS  IN  ESTIMATE  AND  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDING  JUNE  30,  1984 


Reimbursements 


Rentals,  leases 
and  Royalties 


Miscellaneous 


Transfers 


Federal 
Assistance 


Total 


FISCAL  YEAR  1983-84 
General  Fund 
Estimated  Revenue  &  Transfers  In 
Actual  Revenue  &  Transfers  In 
Collections 

Over  (Under)  Estimate 


Special  Revenue  Fund 
Estimated  Revenue  &  Transfers  In 
Actual  Revenue  &  Trransfers  In 
Collections 

Over  (Under)  Estimate 


$ 

350 

$-0- 

366 

3,221 

s 

16 

$3,221 

$671 

,689 

$4,770 

655 

,398 

5,552 

$(16, 

,291) 

$   782 

$-0- 
1.852 

$1.852 


$-0- 
-0- 

$-0- 


$-0- 

-0- 

$  -0- 
-0- 

$      350 
5,439 

$-0- 

$  -0- 

$    5,089 

$-0- 
-0- 

$338,069 
361,001 

$  22,932 

$1,014,528 
1,021,951 

$-0- 

$    7,423 

FISCAL  YEAR  1982-83 
General  Fund 
Estimated  Revenue  &  Transfers  In 
Actual  Revenue  &  Transfers  In 
Collections 

Over  (Under)  Estimate 


Special  Revenue  Fund 
Estimated  Revenue  &  Transfers  In 
Actual  Revenue  &  Transfers  In 
Collections 

Over  (Under)  Estimate 


$    350 

$-0- 

297 

5,136 

$    (53) 

$5,136 

$601,003 

$4,500 

637,272 

7,324 

$  36,269 

$2,824 

$-0- 
-0- 


$-0- 


$-0- 
-0- 

$-0- 


$-0- 
4,072 

$  -0- 
-0- 

$ 

$_ 

350 
9,505 

$4,072 

$  -0- 

9,155 

$-0- 
-0- 

$321,716 
319.017 

$  (2.699) 

$ 
$_ 

927,219 
963,613 

$-0- 

36,394 

See  footnote  8. 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  15  through  18. 
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MONTANA  VETERANS'  HOME 

SCHEDULE  OF  PROGRAM  EXPENDITURES 

RY  FUND  -  BUDGET  AND  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDING  JUNE  30,  1984 


CARE  AND  CUSTODY  PROGRAM 


GENERAL  FUND 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 

Unspent  Budget  Authority 


Fiscal  Year 
1984 

$  610.326 

190,497 

343,813 

22.099 

556,409 

$   53,917 


Fiscal  Year 
1983 

$  469,426 

153,931 

263,445 

19.886 

437,262 

$   32,164 


SPECIAL  REVENUE  FUND 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 

Unspent  Budget  Authority 


$1.014.528 

970,106 
4,770 
-0- 

974.876 

$   39,652 


$  959.626 

936,773 
22,492 

360 

959,625 


PROGRAM  TOTAL 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 

Unspent  Budget  Authority 


$1.624.854 

1,160,603 

348,583 

22,099 

1,531,285 

$   93,569 


$1,429,052 

1,090,705 

285,936 

20,246 

1,396,887 

$   32,165 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System. 
Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on 
pages  15  through  18. 
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MONTANA  VETERANS'  HOME 

SCHEDULE  OF  PROGRAM  EXPENDITURES  BY  OBJECT 

FOR  THE  TWO  FISCAL  YEARS  ENDING  JUNE  30,  198A 


CARE  AND  CUSTODY  PROGRAM 


PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Employee  Benefits 

Total  Personal  Services 


Fiscal  Year 
1984 

$   858,297 

83,435 

218.870 

1,160,602 


Fiscal  Year 
1983 

$  820,831 

64,279 

205.595 

1,090,705 


OPERATING  EXPENSES 
Contracted  Services 
Supplies  and  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  and  Maintenance 
Other  Expenses 

Total  Operating  Expenses 


61 ,832 

124.923 

7.921 

2,198 

1,591 

136,989 

9,061 

4,069 

348,584 


61,295 

111,138 

6,999 

1,765 

1,737 

90,110 

10,376 

2.516 

285,936 


EQUIPMENT 
Equipment 

Total  Equipment 


22.099 


22,099 


20,246 


20,246 


TOTAL  PROGRAM  EXPENDITURES 


$1,531,285 


$1,396.887 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System. 
Additional  information  is  provided  In  the  notes  to  the  financial  schedules  on 
pages  15  through  18. 
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MONTANA  VETERANS'  HOME 

SCHEDULE  OF  ADDITIONS  AND  DEDUCTIONS  TO  AGENCY  FUND  ASSETS 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1984 


ASSET  BALANCE,  JULY  1,  1982  $  1,650.00 

Additions  of  Property  Held  in  Trust  32,601.08 

Reduction  of  Property  Held  in  Trust  32,355.05 


ASSET  FUND  BALANCE,  JUNE  30,  1984  $  1,896.03 


This  schedule  was  compiled  by  the  Office  of  the  Legislative  Auditor 
from  Montana  Veterans'  Home  manual  accounting  records  and  are  not 
recorded  on  the  Statewide  Budgeting  and  Accounting  System.   Addi- 
tional  information  is  provided  in  the  notes  to  the  financial 
schedules  on  pages  15  through  18. 
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MONTANA   VFTERAN5'    HOME 

NOTES   TO   THE   FINANCIAL  SCHEDULES 

FOR   THE   TWO    FISCAL  YEARS   ENDING   JUNE  30,    1983   AND   1984 


1.      SUMMARY   OF  SIGNIFICANT   ACCOUNTING   POLICIES 

A.  Basis  of  Presentation 

The  financial  schedules  are  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  fSBAS)  without  adjustments. 
The  funds  presented  and  their  relationship  to  the  state  treasury 
fund   structure  are  as  follows: 

General  Fund  -  To  account  for  all  financial  resources  except 
those  required  to  be  accounted  for  in  another  fund.  This 
fund  corresponds  with  the  General  Fund  within  the  state 
treasury   fund  structure. 

Special  Revenue  Fund  -  To  account  for  the  proceeds  of 
specific  revenue  sources  that  are  legally  restricted  to  expen- 
diture for  specified  purposes.  Legislative  appropriation  is 
required   to  spend   from  this  fund. 

Agency  Fund  -  To  account  for  assets  held  by  a  governmental 
unit  as  an  agent  for  individuals,  private  organizations,  other 
governmental  units,  and/or  other  funds.  This  fund  is  used 
to  account  for  assets  held  by  the  state  as  an  agent  for  resi- 
dents at  the  center.  A  checking  account  is  maintained  in  a 
local  bank  with  individual  ledger  records  at  the  center.  A 
legislative  appropriation  is  not  required  to  spend  from  this 
fund. 

B.  Basis  of  Accounting 

The  state  of  Montana  Litilizes  the  modified  accrual  basis  of 
accounting   which   is  described   in   the  Montana   Operations  Manual. 

Under  the  modified  accrual  basis  of  accounting,  a  valid  obli- 
gation exists  when  the  associated  liability  is  incurred  except  for 
the  following  items  which  nre  also  considered  valid  obligations 
under  state  accounting   policy: 

1 .        Equipment     expenditures     may     be     charged     against     the 
fiscal   year   in   which   budgeted. 
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2.  If  an  appropriation  provided  funds  to  complete  a  given 
project,  the  entire  amount  of  a  service  contract  may  be 
charged  against  the  fiscal   year  in   which   budgeted. 

3.  Obligations  for  employees  vested  annual  leave  and  sick 
leave  are  recorded  as  expenditures  when   paid. 

2.  EMPLOYEES'  RETIREMFMT  SYSTEM 

The  home's  employees  are  covered  by  the  Public  Employees' 
Retirement  System  (PERS).  This  plan  is  administered  by  the  state 
of  Montana.  Under  PERS,  the  state  contributes  6.^17  percent  of 
an  employee's  gross  wages  to  PERS.  All  eligible  employees  con- 
tribute 6.0  percent  of  gross  wages.  The  home's  contribution  to 
this  plan  was  $55,951  in  fiscal  year  1983  and  $55,688  in  fiscal  year 
1984. 

The  state's  policy  is  to  fund  accrued  pension  costs.  The 
unfunded  past  service  costs  and  the  actuarially  computed  value  of 
the  vested  benefits  are  not  readily  available  for  members  of  the 
plan  employed  by  the  center.  The  Public  Employees'  Retirement 
System  was  determined  to  be  actuarially  sound  at  June  30,    1982. 

3.  VACATION   AND   SICK    LEAVE 

Employees  at  the  home  accumulate  both  vacation  and  sick 
leave.  Employees  are  paid  for  100  percent  of  unused  vacation  and 
25  percent  of  unused  sick  leave  credits  upon  termination. 
Accumulated  unpaid  liabilities  for  vacation  and  sick  leave  are  not 
reflected  in  the  financial  schedules  of  the  Montana  Veterans'  Home. 
Expenditures  for  termination  pay  currently  are  absorbed  in  the 
annual  operational  costs  of  the  center.  At  June  30,  1984  the  home 
has  a  liability  of  $50,326  for  vacation  leave  and  $22,568  for  sick 
leave. 

H.      GENERAL   FUND   BALANCE 

The  General  Fund  is  a  Statewide  Fund.  Agencies  do  not  have 
a  separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  Statewide  General  Fund  as  long  as  they  stay 
within  their  appropriation  limits.  Thus,  on  an  agency  schedule, 
the  beginning  and  ending   fund  balance  will  always  be  zero. 
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5.      GENERAL   FIXED   ASSETS 

The  home  records  assets  on  the  state's  property  and  account- 
ability management  system.  Fixed  asset  balances  at  June  30,  1984 
are: 


Land  $                    1 

Buildings  1,098,768 

Equipment  390,273 

Total  $1,489,042 


This  schedule  was  compiled  from  the  Statewide  Budgeting  and 
Accounting  System,  These  balances  do  not  reflect  $1,510,134  in 
buildings  and  $69,622  in  equipment  for  the  Bennett  Addition  to  the 
home. 

6.      DIRECT    ENTRIES  TO   FUND   BALANCE 

In    fiscal    year    1983    there    were    two    entries    made    directly    to 
the  fund   balance  in   the  General   Fund. 


Increase/ (Decrease) 

Inventory  $(3,993) 

Cash   Transfer  280 

Net  $(3,713) 


In   fiscal    year   1983   there   was   one   entry   made   directly   to   the   fund 
balance  in  the  Special   Revenue   Fund. 

Inventory  Adjustment  $  (18,532) 


7.      TRANSFERS  OUT 

The    home   did    not    report   any   transfers   out    in    its   accounting 
records  during   fiscal  years   1983  and   1984. 
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8.      FEDERAL  ASSISTANCE 

Revenue  received  from  the  federal  government  Is  due  to  a 
federal  agreement  to  reimburse  the  home  for  part  of  the  per  diem 
charges  for  each  eligible  member. 
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AGENCY    RESPONSE 


DEPARTMENT  OF  INSTITUTIONS 


lt;rj  SCIIWINIIKN.  C?:OVKHNOR 


STATE  OF  MONTANA' 


<406)  444-3930 


1S39  IITH  AVENUE 


HELENA,  MONTANA  59620 


April  29,  1985 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  MT   59620 

Gentlemen: 

We  have  reviewed  the  audit  report  prepared  by  the  Office  of  the  Legislative 
Auditor  for  the  Veteran's  Home. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 

Our  response  to  recommendations  is  attached. 


Sincerely, 


C^<lS^£Ux^ 


^ 


CARROLL  V.  SOUTH 
Director 


CVS:jb 
Attachment 
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RECOMMENDATION  //I 

WE  RECOMMEND  THE  HOME  REVIEW  DAILY  TRANSACTION  LISTINGS  TO 
ENSURE  ALL  DOCUMENTS  ARE  PROPERLY  INPUT  TO  ITS  ACCOUNTING 
RECORDS. 

RESPONSE 

CONCUR 

This  recommendation  was  implemented  in  March  1985. 

RECOMMENDATION  #2 

WE  RECOMMEND  THE  HOME: 

A.  RECORD  THE  VALUE  OF  COMPLETED  PROJECTS  ON  SB AS  IN 
THE  PERIOD  THEY  ARE  FINISHED. 

B.  RECORD  AN   IDENTIFY   ALL   EQUIPMENT   ACQUIRED   IN 
ACCORDANCE  WITH  STATE  POLICY. 

RESPONSE 


CONCUR 


In  any  future  projects,  the  value  will  be  recorded 
on  SBAS  in  the  period  they  are  finished. 


CONCUR 


All  equipment  Including  kitchen  equipment  has  been 
tagged  and  recorded  on  SBAS  as  required  by  MOM 
2-1751 .40. 


RECOMMENDATION  #3 

WE  RECOMMEND  THE  HOME  DOCUMENT  AND  RETAIN  THE  BASIS  OF  COSTS 
RECORDED  ON  PAMS . 

RESPONSE 

CONCUR 

All  documentation  of  equipment  costs  recorded  on  PAMS 
will  be  generated  and  retained  in  accordance  with  MOM 
2-1740. 
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RECOMMENDATION  #4 

WE  RECOMMEND  THAT  MVH  BUDGET  FOR  AND  RECORD  THE  FINANCIAL 
ACTIVITY  FOR  SALES  AND  PURCHASE  OF  SUNDRY  ITEMS  IN  THE 
SPECIAL  REVENUE  FUND  ON  SBAS. 

RESPONSE: 


CONCUR 


House  Bill  500  for  the  1986-87  Biennium  contains 
spending  authority  in  the  State  Special  Revenue  Fund. 
This  recommendation  will  be  implemented  in  July  1985. 


RECOMMENDATION  #5 

WE  RECOMMEND  THE  HOME  COMPUTE  PER  DIEM  RATES  IN  ACCORDANCE 
WITH  STATE  LAW. 

RESPONSE: 

CONCUR 

Ancillary  costs  will  not  be  included  in  the  Per  Diem 
rates.  The  Department  will  establish  ancillary  costs 
for  the  Veterans  Home  in  accordance  with  law  and  use 
SRS  Medicaid  Rules  as  guidelines  as  is  done  with  the 
other  Institutions. 

RECOMMENDATION  ifb 

WE  RECOMMEND  THE  HOME: 

A.  ACCRUE  ONLY  VALID  OBLIGATIONS  IN  COMPLIANCE  WITH 
STATE  POLICY. 

B.  NOT  SPEND  THE  AMOUNTS  ACCRUED  IN  FISCAL  YEAR  1984 
FOR  THE  SDH  CONTRACT. 

RESPONSE: 


A.  CONCUR 

B.  NOT  CONCUR 


Language  has  been  included  in  HB206  to  permit  the 
Department  to  utilize  these  accruals  for  the  Data 
Processing  System.  If  this  language  remains  in 
the  bill  and  it  is  signed  into  law  by  the  Governor 
then  the  Department  will  utilize  these  accrua]s. 
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